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Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


CHICAGO, ILL. 
Why is it that members of the New 
York Stock Exchange 


and pessimistic? No one, in my opinion, 


are so fearful 


does more to discourage the buyer of stocks 
than the brokers themselves. If the brokers 
continue this attitude of useless and un 
necessary fears, the stock market will soon 
become as dead as the dodo. All they seem 
to do is worry about the foreign situation, 
and in this mood of gloom they take the 
investors along with them and the result 
is that they have sales of a few hundred 
thousand shares a day instead of a few 
million. For months I have been reading 
“What Wall Street Thinks” 
York Journal of Commerce. 


in the New 
As a conse 
quence, | have been sitting on the side 
lines doing nothing waiting for the 
end of everything. 

Even now, while we are undertaking 
an armament boom, every stock broker is 
fearful of everything under the sun, and 
still nothing happens. Such a mentality is 
exactly the opposite of what it should be 

As long as the investor must listen 
to the brokers’ lamentation of pessimism, 
so long will the average investor refrain 
from buying. But let the brokers for just 
one week try to be optimistic, let them 
1g40 


peak, about the big boom we are entering 


boast about car-loadings at a new 
as the result of seven billions of dollars of 
armament orders, the backlog of aircraft 
manufacturers which now exceeds two 
billions of dollars and is still rising, the 
increase in automobile sales, shipbuilding 
yards with enough orders on hand to keep 


them busy day and night until 1951, and 


employment gains to within two per cent 
of the boom of 1929, and the stock market 
will become so active that within a week 
they will be selling 1,500,000 shares a day 
instead of a few hundred thousand shares. 

The members of the New York Stock 
Exchange are “Gloomy Guses.” They need 
an awakening to shake them out of for- 
eign pessimism into domestic optimism. 

Conditions right now are the forerunner 
of one of the greatest and biggest booms 
this country ever has had . . . and still the 
members of the New York Stock Exchange 
are sad and gloomy, and this in spite of the 
fact that while their fears are forcing prices 
down, the prices on the London Exchange 
are rising to higher levels. 

There is no need for fear as to the out- 
come of the war. England cannot win a 
quick war and Germany cannot win a 
long war. This is going to be a long war 
and, remember, England always wins the 
last battle, and that’s the battle that counts 

that’s the battle that wins a war. 


A. B. 


ELIZABETH, N. J. 


When I first saw the article by Floyd Y. 
Keeler about securities brokerage advertis- 
ing in your October number, I was amazed. 
[ could not bring myself to see why you 
should have printed anything so fumbling 
in thought, so lacking in any germ of inter- 
est. Then I caught on, realizing that you 
and Mr. Keeler were pulling the leg of the 
financial community. After that I appre- 
ciated the article, its throat-clearing pom- 
posity, its striving for an air of authority 
by the repetition of self-evident truths, its 


faithful 
shirtism. 


imitation of ineffectual stuffed- 
But it took me some time to realize what 
you were driving at. Don’t you think that 


such subtlety may be dangerous? 


WATERBURY, CONN. 


While I am pleased to send check to 
renew my subscription, I can’t say that the 
latest issue of interested 
me as much as earlier numbers had done. 
Information about the Stock Exchange 
and the market, in all phases, draws my 


close attention wherever I come across it, 


THe ExcHaNnce 


but so much about brokerage business- 
arousing methods and Lions Club whoop- 


eree as the October edition contained 
seemed a little out of character, somehow. 
r. ©. K. 
SEWICELEY, PA. 


When the “smog,” our Pennsyl- 
vania mixture of smoke and fog, clouds 
my office window in Pittsburgh as heavily 
as it has on many days this Autumn, I 
require no other index to know that the 
steel mills are working at an unusually 
high rate. Despite stiff taxes, this state of 
affairs should forecast some good divi- 
dends. In 1926-28, I would have read the 
air-borne omen with every confidence, and 
counted upon a gain in the market worth 
of my stocks, not to be long deferred. But 
the days go by without anything more 
than an occasional flutter on the Stock Ex- 
change. As a barometer of business trends, 
your institution appears to have become 


M. McC. J. 


passé. 
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“Stocks Havent Done So Badly!” 


EITHER glass balls nor dinner 

plates lend themselves to a jug- 
gler’s act more effectively than do figures 
to a statistician’s art when a particular ef- 
fect is sought. 

Take, for example, the basic items in 
the leading article of THe Excuance 
magazine for October; they noted that a 
comprehensive index of business activity 
advanced about 15 per cent from the last 
week of April to the first week of Octo- 
ber, while in the same interval a standard 
average of industrial share prices de- 
clined approximately 10 per cent. An ef- 
fect was sought and an effect proved — 
with qualifications! 

This observation was printed in the 
next paragraph: “True, the share index 
had to contend with a severe reaction, 
following the Nazi invasion of Holland 
in May, with a later recovery. In recent 
weeks, however, stocks have made slight 
reflection of the upward sweep of in- 
dustry.” 

The writer of the article had to con- 
tend with the same reaction — price re- 
action — and in the struggle he ignored 
certain of the real implications of the oc- 
currences of last May. Up to May 10, 
when the German advance got under 


Way, industry was proceeding along a 


gradual up-side slant; likewise stock 
quotations. The shock imparted to in- 
dustry by the beginning of “total war” 
was reflected chiefly in sentiment; the 
index held firmly; the stock market, as 
is its custom under unexpected bad news, 
sold down sharply and then leveled off, 


awaiting a fresh impulse. 





The article on this page reflects 
the objections of a staff member of 
THE EXCHANGE to the statistical 





month's issue. 





A more reasonable parallel between 
the industrial advance and the stock 
market trend of late Summer and early 
Autumn would be drawn, it seems to 
me, from the time when share quota- 
tions found their bottom in May. Mini- 
mum prices for 1940 were rather gener- 
ally established during that month. 
While the lows were being reached, the 
initial national impulse toward great re- 
armament arose. It is from that point 
that the more significant relationship 


between the business front and the stock 


market price level can effectively be 


traced. 


Now, I am going to be just as arbitrary 


findings of a colleague in last | 


as the writer of the October article was 
in supporting his thesis that stocks have 
lagged far behind the industrial produc- 
tion index. But in so doing, I shall seek 
a more realistic approach. To me a really 
practical survey of stock price move- 
ments under conditions as they applied 
to business and the market during the 
period — precisely, from April 27 to 
October 5, as cited in the article — should 
deal with limited stock groups, or indi- 
vidual stocks, and not with an average 
of stocks in many groups. It is my con- 
tention that the suddenly heightened ac- 
tivity of corporations directly engaged in 
rearmament work tends to separate them 
from others which have been less stimu- 
lated by the needs of preparedness. 

In furtherance of this pragmatic study, 
I shall also carry the argument beyond 
October 5, down to November 4, the day 
of this writing. 

Practical considerations urge attention 
to individual stocks more than to a 
broad, mixed list when significant price 
movements are examined under peculiar 
stress. The stress in this instance was in- 
duced by the rude jolt which lifted in- 
dustry out of its concentration upon 
peace-time production. By “practical con- 


(continued on page 10, column 2) 





















THE UTILITY OF LISTING on the New York Stock Exchange 


The discussion which follows recounts the ad vantages which 


listing on the Stock Exchange would afford a corpora- 
tion that desires to broaden the market for its stock. 


PARTIC 
John P. | 


company disguised as to name. ) 


IPANTS 


. President of the Garbury Corporation, of Ohio. (A typical manutacturing 


William McC. Martin, Jr., President, New York Stock Exchange. 


John M. Hancock, Chairman, Committee on Stock List, of the Exchange. 


BA € 


KGROUND 


The Garbury Corporation's stock has been dealt in over-the-counter, principally in 


Mid-Western markets. The Company manufactures tools in two modern plants. 210,000 


shares are issued and held by approximately 1,000 shareholders ot record. The most 


recent balance sheet shows gross assets of $4,465,000, working capital amounting to 


$1,850,000, of which about $7 


=5,000 is inventory and the remainder cash and goods 


receivable. Net income for 1939 was $485,000 and earnings are running well ahead of 


that figure in 1940. 


MIR. MARTIN When was your com- 


pany established, Mr. L——? 
MR. L In 1925, through a mer- 

ger of two old) organizations which 

were owned by cooperating interests. 

MR. HANCOCK — Do you consider your 
working capital adequate ? 

MR. I For the present — yes; 
but with business expanding, largely be- 
cause of orders growing out of military 
preparedness, we may find it necessary 
sooner or later to raise more capital. 

MR. HANCOCK And you feel, I as- 
sume, that if more capital should be 
needed, a broader market than you now 
have would be necessary or helpful for 
the sale of additional stock? 

MR. I Exactly. | doubt whether 
so small a group as 1,000 stockholders 
would want to take 


would be able or 


up, say, shares around 22, on 


100,000 
the basis of current quotations. 

MR. MARTIN If vou had three times 
that number of holders, you might still 
find it difhcult to have 100,000 shares 
subscribed. 


MIR. 1 You gentlemen should 


know, before we go further, that nine 
persons — chiefly the members of two 
families hold ‘about 100,000 of the 
shares, leaving only L1O,000 to be held 
by others. Perhaps such a_ situation 
would preclude listing. The Exchange 
requires fairly wide distribution of a 
stock, I understand. 

MR. HANCOCK — Well, at least sufh- 
cient to maintain a free auction market. 
The “floating supply” is a dominant fac- 
tor. But those nine stockholders — it 
would seem that on account of tax 
laws, inheritance taxes, especially — 


MR. L—— I was about to mention 
those holders, rather four of the largest 
ones. It was because of their urging, 
partly, that I came to look into listing 
provisions. It is not that they consider 
selling, but each of them is well along in 
years. In case of death well, an exe- 
cutor frequently has two problems: first, 
to establish the value of the securities 
left in an estate. 

MR. MARTIN Some vexatious ques- 
tions can arise over values. 


MR. L 


- Why not avoid them? I 


understand that if securities are listed 
on a national exchange, the quotations 
established upon it are accepted by the 
Internal Revenue Department as a basis 
in settlement of an estate. But, aside 
from that, an executor might have an 
almost impossible task if death duties 
had to be raised by liquidating thou- 
sands of shares in the small market that 
Garbury has just now. 

MR. MARTIN — Your shareholders are 
foresighted, Mr. L—-. 

MR. L—— — Right, and at the same 
time I have to look after Garbury’s 
future requirements — for capital at as 
reasonable a cost as possible, if it should 
be needed. 

MR. HANcocK — You may be sure, 
sir, that the Stock Exchange will co- 
operate with you in every possible way. 
Our listing provisions have been shaped 
by long study and experience. I'd like 
to mention, however, that the public in- 
terest — the interest of buyers and sellers 

governs the Exchange's decisions, 
primarily, in respect to every listing ap- 
plication. 

MR. L—— — Of course. If this were 
not the case, the Garbury Corporation 
could hardly expect to increase the num- 


ber of its shareholders through listing. 


Offers Protection to Stockholders 

MR. HANCOCK — Listing offers an ad- 
vantage and a protection to present 
stockholders and prospective purchasers 
as well. An open auction market, such 
as the Exchange makes possible, reflects 
in the established prices the combined 
judgment of thousands of people from 
all parts of the country, and these buy- 
ers and sellers meet in complete equal- 


ity. Also, there is the careful supervision 
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C oF a way that stockholders will be able, 
7 4 quickly and easily, to know the course 
e ‘g of the business. Some companies make 
n | PAS : Hi a simple estimate of earnings, others 
‘§ = publish a full income account and there 
I- < are still others which publish not only the 
it income account but the balance sheet as 
aa well. 
-¢ , MR. L I am trying to figure 
where the Garbury Corporation would 
e fit in. 
‘ Business Cycles Vary 
. The stockholder in a “closely-held” corporation faces a problem: the market for his 8. Jenna You'll have the nd 
shares is narrow, large offerings would force the price down, and, some day, the swer, I think, when I have sketched in 
executor of his estate may be impelled to dispose of his interests at a sacrifice. A solu- sie: ialielic acinus. Set tae: seer teeheaes: 
e, tion: listing on the Stock Exchange where a national market is available. pint 
to carry on my thought, any profits are 
vi contingent upon a full year’s cycle, so 
: which is maintained over the conduct least once a year, a balance sheet, in- we agree that annual reports are best. 
od of member firms in the execution of come account and surplus analysis as Qur listed airplane manufacturing com- 
xe orders and in general dealings with prepared by independent certified public panies, in past years, had great irregu- 
- their customers. accountants. larity in the completion of contracts, so 
- MR. L—— — What do you mean by MR. L—— — Yes, we understand that that one year’s report of earnings might 
as, “supervision” ? requirement. As a matter of fact, we — reflect two years’ operations. To meet 
r | MR. HANCOCK — The very rigid stand- have had our accounts audited by in- this situation, these companies endeavor 
| ards, first, that govern the member dependent accountants for over ten to let their stockholders know what is 
re | firms’ business operations. years. going on by giving a statement of or- 
on | In other words, Mr. L——, the cus- MR. HANCOCK — Good. But, you know, — ders on hand, orders received, shipments 
m- | tomer is not dealing with a broker, we think a stockholder is just as much made during the period and a yearly 
Is alone. He may appeal to an impartial entitled to more frequent information — statement of profits. You will note that 
Arbitration Committee at any time if as the management itself is; so that, as there is no indication or estimate of 
he feels that his interests have not been we see your situation, we should expect — profits in the interim statement, but it 
id- fully protected by the broker. you to agree to the publication of a does permit the stockholder to know 
nt MR. L—— — Stockholders should be . quarterly statement of earnings. what his company is doing. 
ers pleased to know that. MR. L—- — I have heard something a = You are referring to 
ich MR. HANCocK — We require a rather about that requirement, but just what quarterly statements? 
cts thorough picture of a company — its is meant? What would we have to MR. HANCOCK Yes. 
ed history and business record, its financial — publish? MR. I - We have never published 
om status, Management and capital struc- MR. HANCocK — We want you to tell — reports more frequently than the annual 
uy- ture — to be set forth in a listing appli- your stockholders as many of the facts report, and I do not see how we would 
ial- cation, In addition, we require that a as you reasonably can tell, taking care be in a position to give out a quarterly 
jon company furnish to its stockholders, at 


to give the essential facts, and in such 


(continued on page 16) 











—EXCHANGE’S SPHERE OF 


SERVICE MOVING 


By John 


T was some eleven years ago when 

the New York Stock Exchange de- 
cided that the heavy daily turnover 
Was causing a congestion in Wall Street. 
Wishing to decrease this turnover for 
a time at least, the Exchange reduced 
the hours of trading. The result was, as 
anticipated, a smaller daily turnover. 
Such action by the Exchange was a tacit 
admission that each hour of trading 
generates a certain amount of its own 
business. 


Why, then, when trading is particu- 





WESTWARD? 


L. Clark 


To suggest such action to some Wall 
Street men, the writer has found, meets 
with an airy wave of the hand and an 
affronted dignity. This uncompromising 
attitude in the past ten years, on the 
part of some, toward any change in the 
way the business of the Street has been 
effort 
might fit the business of Wall Street a 


conducted, toward any which 
little better to the new and different 
general business conditions in the coun- 
try, has been one reason many of us 


are swimming in a sea of troubles. 





INTERNATIONAL NEWS 





the turnover on the Chicago Stock Ex- 
change increased 14.2 per cent compared 
with the previous four weeks. The same 
comparison of the volume on the New 
York Stock Exchange, where no extra 
hour was put into effect, shows an in- 
crease of 2.7 per cent. 

There is no desire on the part of the 
writer to claim the virtues of a panacea 
for an extra hour of trading on the New 
York Stock Exchange, but it does seem 
as though, just as shorter hours brought 
less trading in 1929, so would longer 
hours bring a certain increase in the 
daily turnover now. By the time this is 
published there seems a good likelihood 
that our markets will be more active 
than they are now in this dull October 
of 1940. Nevertheless, there are certain 
factors which contributed to activity in 
the past, but which are now gone from 
our markets, and gone not to return in 
the near future. 


One of these, and the most important 


To maintain a huge army camp such as Fort McClellan, Alabama (left), all the needs of a large city must be fulfilled, (Right) Plant of the 

Boeing Airplane Company at Seattle, Washington. Already expanded earlier this year, the plant is now being enlarged again. As extensive national 

defense activities become centered in the inland and western parts of the country, should the New York Stock Exchange, as a national finan- 
cial institution, extend its trading hours to accommodate a larger portion of the country’s population? 


the New York Stock 


the hours of trading 


larly dull, does not 
Exchange increase 
in order to bring a greater daily turn- 
over and, what is particularly needed in 


Wall Street, increased revenues to mem- 


ber firms? 


Well, let us look at what has been 
done so far in Chicago, where an extra 
hour of trading was inaugurated on 
September 30, last. The figures of the 
Chicago Stock Exchange show that dur- 


ing the four weeks following that date 








factor, is the international arbitrage 
business. In the past this has been a 
bigger factor in our stock markets than 
most people have realized. It is esti- 
mated that international arbitrage busi- 


(continued on page 12, column 2) 
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LTHOUGH the business of New 
York Stock Exchange firms in the 
Nazi-held countries of Europe has been 
disrupted to a great extent, customer re- 
lationships in many instances are still 
thriving. Clients are continually drop- 
ping in at the Paris office of one member 
firm, according to reports recently re- 
ceived from abroad, and are managing 
to keep posted on a number of New 
York prices through the newspapers 
published in Paris by the Germans. 

Despite the upheaval in Europe, Stock 
Exchange firms still have some 16 
branch offices in England and on the 
Continent—about half the number they 
had before the war. However, due to 
the restrictions on currencies, foreign 
exchange and the transfers of credit, 
keeping these branches open is largely 
a matter of prestige. Office staffs have 
been reduced in most cases to just one 
clerk and a stenographer. 

Counter to the trend, one brokerage 
house is now opening a new branch in 
London, primarily for the purpose of 
servicing clients in minor matters and 
to provide a “bridge-head” for possible 


post-war business. 


Extent of Business Loss 

In the years immediately preceding 
the outbreak of the war, Stock Ex- 
change houses were handling a volume 
of purchases of American securities by 
foreigners that at times amounted to 
some $100,000,000 a month. By October 
of this year this had dwindled to some 
$16,000,000. (By way of comparison, the 


total money value of all securities trans- 


WHAT IS 
HAPPENING TO FOREIGN 
BRANCH OFFICES 


The London office of Fenner 
& Beane, which is located 
directly across the street 
from the London Stock 
Exchange. 


actions on the Exchange in October was 
$598,724.855-) 

The French showed especial shrewd- 
ness as speculators in our securities in 
the period before the war, it has been 
reported. As the manager of one office 
put it, “You felt you were dealing with 
people who knew a whale of a lot more 
about your own country’s securities than 
you did.” 

French response to the government 
decree in the early days of the war, re- 
quiring that all nationals return their 
foreign holdings to France, is said to 
have been surprisingly frank and 
prompt. Investors and traders who had 
always taken elaborate precautions to 
conceal their identity in every securities 
transaction openly signed their names 
to cables directing the return of their 
holdings. 

It is doubted in Paris that the Ger- 
mans have attempted to confiscate many 
American securities held in France — 
due possibly to the difficulty in realizing 
upon them under present United States 
restrictions. On the contrary, a program 
of encouragement to normal business 
has been undertaken, including efforts 
to have the banks reopen. The success 


of this plan has not been revealed. 





The almost total interruption to all 
forms of communication has, of course, 
been one of the principal hardships. 
One firm had sent the manager of its 
Paris office to Geneva shortly before the 
German occupation of northern France. 
Later this manager returned to Paris in 
order to wind up his business affairs, 
and over a period of several weeks the 
New York office of the firm was com- 
pletely without news of him, despite 
repeated letters and cables sent both to 


him and to the French authorities. 


Experiences in Amsterdam 


In Amsterdam, in an earlier stage of 
the war, the tactics of the Nazis showed 
characteristic German thoroughness. 
One broker reports that in taking over 
his office for the use of their adminis- 
trative personnel, the Germans reim- 
bursed him for every item of furnish- 
ing, even down to the light bulbs in the 
sockets. 

But 
two months to get permission from the 


later it took this same broker 


Nazi authorities to leave the country, 
and then the path lay through Ger- 
many, Switzerland, France, Spain and 
Portugal — a six weeks’ trip before 


finally arriving in America. 











The managers of two branch offices 
in Amsterdam suspended all business 
and fled before the invasion; two others 
have been able to get out since that 
with Amster- 


time. Communications 


dam have now been restored to a better 
state than prevailed for a month or so 
after the invasion — when all cables 
addressed to branch offices brought the 


reply, “Heil, Hitler!” 


Not Caught Napping 
According to a recent survey, Stock 
Exchange firms were by no means 
caught napping by the events in 
Europe. The risks entailed in such con- 
tingencies as the blocking of currencies 
were being considered in dealings as 
long ago as two years before the start 
of the war, it is said, and when the Nazi 
Stock 


change houses generally were keeping 


break-through — occurred, Ex- 
their branch offices on the European 
continent supplied with only enough 
funds to meet current operating ex- 
penses. Neither cash nor securities were 
being retained in France or in the Low 
Countries. 

In London, the spirit of “business as 
usual” prevails on the Stock Exchange 
just as in other parts of the city. Branch 
othces of New York Stock Exchange 


firms report they are going about their 


daily routine much as usual. Employees 


arrive at work at about 9:30 in the 
morning, and since many London brok- 
ers are still unfamiliar with the tech- 
nique of executing orders in American 
securities, offices are kept pretty busy 
answering queries and expediting the 
orders which do come in. 

Britishers can now sell the securities 
which have been shipped to Canada for 
safekeeping, if they first obtain permis- 
sion from the Bank of England. The 
recent levels of American security prices 
have not given them much incentive to 
do so, however. During the four weeks 
ended July 31, as a matter of fact, in- 
The United 


switched to the buying side and made 


vestors in Kingdom 


net purchases of $730,000 of United 
States securities. 

Due to the shrinkage in the volume 
of trading in American issues, quota- 
tion service to London in New York 
listed stocks has been cut to eight issues. 
The opening prices, changes of more 
than one point, and the closing prices 
are reported. 

The London Stock Exchange now 
closes at 2:00 p.m., and the City starts 
emptying from that time onwards as 
it is necessary to make an early start in 
order to get home before the evening 


air raids. Since London is still on Day- 


Members and clerks drill on the floor of the London Stock Exchange. 
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light Saving Time, the opening of the 
New York 


through until 4:30, an hour later than 


market does not come 
usual. One firm meets this situation by 
having the manager remain in his office 
to receive the prices and telephone them 
to as many interested clients as he can 
reach immediately. Then, while he is 
on his way home, his secretary, who 
has gone to her home earlier in the 
afternoon, puts through calls to other 
clients. The manager takes up the tele- 
phone calls again as soon as he reaches 
his residence. 

Emergency lists have been published 
of the home addresses of all jobbers and 
brokers. And the banks and other finan- 
cial institutions have all made duplicates 
of their records which are stored in the 
country. 

The first thought of all homeward- 
bound Londoners naturally is a good 
night’s rest, but even so, many brokers 
and brokerage employees who work all 
day in the City serve at night with the 
War Units. One 


manager for a New York Stock Ex- 


Auxiliary resident 
change firm, who was turned down for 
the Royal Air Force, works four nights 
a week with the Auxiliary Fire Service 
— sometimes four and sometimes eight 
hours a night. He has written to the 
New York office of his firm: “I 


sure if Hitler could spend a few days 


am 


in London, he would cry his eyes out at 
the failure of his blitzkrieg.” 

One manager recently returned from 
England says that, despite rumors to 
the contrary, the London Exchange ab- 
solutely will not move from its present 
location unless it becomes physically 
impossible to do business. Several New 
York Stock Exchange firms have ex- 
pressed determination to maintain their 
branch offices in London and “stick it 
out” as long as they can possibly be of 
service. As one brokerage executive put 
it, “certainly it is worth spending a few 
hundred pounds to keep our relations 
with our British friends unimpaired at 
this time.” 
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Freedom of Press 


Vital to Markets’ Freedom 





By C. Norman Stabler 


FINANCIAL EDITOR 


NEW YORK HERALD TRIBUNE 








C. Norman Stabler 


WORKER in Wall Street, as vir- 
A tually every other individual in the 
country, has a pretty general idea that 
freedom of the press is a good thing, is 
guaranteed in the Constitution and is 
something to which he has heard in- 
numerable speakers give lip service. 
Probably he does not appreciate, how- 
ever, the vital necessity to him of main- 
taining a press that is unrestricted and 
unhampered by governmental control. 

That a real threat of this nature exists 
was brought home to all of us in the late- 
lamented political campaign when a 
number of public officials in key posi- 
tions, including even the President of the 
United States, spoke words which re- 
guired little reading between the lines 
to show that a free press has gained dis- 
favor in high places. 

Has it ever occurred to you that an 
essential to a free market is accurate in- 
formation? In every country where 
there has been a blackout of news there 
has been a blackout of the normal func- 
tioning of the mechanism of finance. 
There would be little opportunity for 
your customers to buy or sell at fair prices 
if the news which came to them passed 


first under the censor’s blue pencil. 


In those parts of Europe where the 
people know only what the high com- 
mand chooses them to know it seems to 
have been forgotten that security of our 
people and of our institutions has been 
destroyed rather than maintained by re- 


fusing to permit the dissemination of 





| Fulfilling its function as a forum of 
financial community thought, Tut 
EXCHANGE is inviting the financial edi- 
tors of various daily newspapers to 
contribute articles on subjects of their 
own. selection. 

The article, “Freedom of Press Vital 
to Markets’ Freedom,” by Mr. Stabler, 
is the first in this series, As other 
articles are developed for future issues, 
it is hoped that it will be possible to 
present varying views on subjects of 
special interest) to the — securities 
business. 











facts. Unless business realizes the im- 
portance of the free press — not just as 
a good idea but as a right to be jealously 
guarded — the day of private effort and 
enterprise is over. 

Can anyone doubt, in reading the com- 
ments of some of our leaders, that a sys- 
tematic campaign is on to plant seeds of 


doubt and suspicion in the minds of the 


general public as to the accuracy of the 
information contained in their daily 
newspaper ? 

A blitzkrieg of innuendo and hints, 
dark references to a “venal press,” “in- 
ternal corruption in our newspapers,” 
“personal bias coloring news,” and so 
forth, dot all too many references of the 
victors in the recent election. Can it pos- 
sibly be that they are hoping to plant 
such distrust of the press in the minds of 
the public so that when the time comes 
they will be supported in destroying, by 
licensing (by an alleged unprejudiced 
government, of course) or by economic 
persecution, our traditional free press? 

There are many straws in the wind to 
put us on our guard. The first — at least 
the first in the recent political campaign 
—came from Edward J. Flynn, Bronx 
boss and chairman of the Democratic 
National Committee, who made the un- 
qualified statement that “the newspapers 
of the country are under a real dictator- 
ship, a financial dictatorship, of their ad- 
vertisers and stockholders.” How many 
of you advertisers or stockholders have 
taken time off from your business to dic- 
tate the policy of your daily newspaper ? 

True, you may write a letter to the 
editor, but have you ever known that you 
dictated the policy of the paper’ you 
read? You can take Mr. Flynn’s word 
for it, or you can leave it. Most of us will 
leave it. 

There have been many polls of news- 
paper readers themselves, and by a large 
majority they believe that both parties 
were treated fairly by the press. The pub- 
lic perhaps has a better idea of the func- 


tions of a newspaper and its right to 
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comment on the news, to take sides, and 
point to errors in high places than is real- 
ized by those who feel that newspapers 
should give a blanket “yes” to govern- 
mental policies under the request for 
unity; meaning, of course, by “unity,” 
complete abandonment of the fight for 
ideas of nearly half of our citizens who 
voted, but who are not represented in 
the administration. 

I would like you to notice the next — 
well, “straw” hardly does it justice — 
shall we say “bomb,” in the interview by 
Harold Ickes, Secretary of the Interior, 
directly after the election. Mr. Ickes, by a 
process of reasoning peculiarly his own, 
decides that since the majority of the 
press represented a minority opinion in 
the election, it is not truly free. Leaving 
aside the point that if that doesn’t prove 
it is free, nothing could, let us find out 
what, to Mr. Ickes, would remedy the 
situation. 

He says, “Take an instance like this, 
when a paper prints on its front page 
an editorial, and a sincere editorial on 
that subject, and on an inside page prints 
as bitter an attack by a columnist as can 
be written on the President and the Pres- 
ident’s family, after his election. That 
raises again the old question of whether 
or not the publisher who pays for a 
columnist and prints him has any re- 
sponsibility.” 

Reminded that publishers regarded 
the opinions of columnists as the prop- 
erty of the columnists, and not necessar- 
ily representative of the views of the pub- 
lishers, Mr. Ickes replied that such a 
theory to him was “the bunk.” 

“They are the views the publisher 
wants or he would not pay for them,” 
he continued. “Just as if I rented a de- 
partment store, I would be responsible 
for the Zoe ds I sold, wouldn’t I, or ought 
to be; and for the representations I make 
with respect to those gor yds?” 

We can wonder, in passing, whether 
the Secretary would have wanted the Re- 
publican New York Herald Tribune to 


suppress Dorothy Thompson’s article 


g 


supporting President Roosevelt; but we 
don’t wonder much. 

However, let us go on to his ideas of 
how the opinions of a newspaper should 
be formed. They should represent, he 
says, its “constituency,” as he calls its 
readers. A reporter pointed out that the 
“constituency” of a newspaper can al- 
ways take away its power by refusing to 
buy it, but Mr. Ickes still thought that the 
newspapers were not representing any 
constituency at all. We gather that its 
opinions should be made up, strangely 
enough, of the majority opinion of its 
readers, and since the majority of the 
voters in the United States are Demo- 
cratic — Q.E.D., unless the editorial staff 
of every newspaper is Democratic, we 


have no free press. 


Implies End of Free Opinion 

This is the implication, surely. In other 
words, an editor’s right to his own opin- 
ion must give way to the will of the 
majority — a perfect Nazi thesis. 

However, Mr. Ickes and his like will 
reply that these editors are already sub- 
ject to economic pressure to be intellectu- 
ally dishonest from their venal and cor- 
rupt publishers and advertisers. The im- 
plication is resented and denied by all 
editors. An editor usually is found in a 
“shop” where he is sympathetic with the 
views of the publisher, simply because he 
goes naturally to the newspaper where he 
feels at home and with which he is in 
general agreement. A young man start- 
ing out to be a banker, a lawyer, a poli- 
tician or anything else will do his best to 
join a congenial group. Like a potential 
editor, he is looking for a job, but even- 
tually he is going to end up in his own 
camp. Obviously there are exceptions to 
this rule. 

But this has nothing to do with a 
columnist. In a majority of cases a col- 
umn signed by an individual represents 
his own opinion and not necessarily that 
of his publisher, and I am sure you can 
all think of instances where this must be 


so. Take the delightful lineup on the 


split page of The World-Telegram. We 
begin with the sardonic crucifying of 
public figures done by the expert scalpel 
of Westbrook Pegler; then General 
Johnson puts in the heavy slugging; fol- 
lowed by the reasoned, placid comments 
of that pleasant and capable interpreter 
of the average man, Raymond Clapper; 
winding up with the disarming mean- 
derings of Eleanor Roosevelt. I ask you, 
on one page, from Westbrook Pegler to 
Mrs. Roosevelt! And they say we haven't 
a free press! 

I know I don’t need to labor this point 
with the readers of this magazine. I do 
want you to realize that this page would 
be an impossibility under the sort of gov- 
ernment control that the wishful think- 
ing of the Flynns, Ickes and, I must add 
regretfully, Lehmans and Roosevelts, 
seems to envisage. I want you to be on 
guard. Don’t let unity mean slavery. 
There is unity in Germany. There is 
none of that freedom of choice which is 
so important to you of the financial com- 
munity. 

We must have a minority opinion, a 
two-party system and a fighting free 
press if we are to keep in this country the 
heritage we so value; and the men who 
handle the finances and securities of this 
nation are well equipped to help in this 
fight once they are aroused to its urgency. 

Fortunately for us of the minority 
opinion in this country, we now have a 
leader who has done us all the service of 
clarifying the confused issues at stake. 
On the question of a free press, he said, 
“There is nothing more essential to the 
preservation of a free American democ- 
racy than the preservation of a free 
American press. News, accurate and un- 
biased, is the daily bread upon which a 
democracy feeds. Pervert the news and 
control the views of the press — those 
are the first aims in the would-be dicta- 
tor’s effort to undermine democracy. Lies 
and controlled propaganda are the stuff 
upon which dictatorships feed and grow 
fat. Freedom of the press is the staff of 
life for any vital democracy.” 
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Survey Shows 


LARGE POTENTIAL FIELD OF 


BROKERAGE 


CUSTOMERS 





N disclosing that “baby bonds” have 

been purchased to date by more than 
6,000,000 persons, which makes them the 
most widely-held security in the world, 
officials of the Treasury Department re- 
cently attributed the success of the sales 
largely to advertising. To reach the small 
investor the government has inaugurated 
one of the largest direct-by-mail cam- 
paigns in the world and has developed a 
large general advertising and publicity 
campaign. The 9,000,000 names on the 
savings bond advertising list constitute 
the largest such compilation in the 
world, it is said, and more than 100,000 
letters are sent out each day by the sav- 
ings bond division of the Treasury De- 
partment. 

Each dollar spent in this way on sav- 
ings bonds has brought back $1,000 in 
returns, with sales averaging $1,800,000 
of savings bonds daily. The peak day was 
January 3 of this year, when $23,000,000 
of bonds were sold. The magnitude of 
this investment may be grasped more 
easily if it is shown that an equal amount 
of money, invested in listed stocks at the 
average price (on the New York Stock 
Exchange) of shares traded in January, 
would have accounted for a volume of 
$50,000 shares on that day. 


Situations Differ 


Distinctions between the markets for 
government bonds and for corporate se- 
curities are many. Large numbers of 
holders of government savings bonds 


naturally are not appropriate prospects 


for the purchase of corporate securities. 
And in its distribution efforts the Treas- 
ury Department has, of course, been 
unimpeded by the securities laws and by 
the regulations of the Securities and Ex- 
change Commission. Even so, brokers 
might take a hint from the extent of the 
activity which the Federal Government 
has been able to generate through the 
use of an advertising program directed 
at the modest investor! 

It is questioned whether brokers have 
explored their full merchandising possi- 
bilities open under existing SEC regula- 
tions, or whether the business-getting 
programs which they do carry on and 
the services which they offer are sufh- 
ciently adapted to the needs of the mod- 


est investor. 


Income Statistics 


One of the best gauges of the potential 
field of security traders and investors is 
the income tax returns filed with the 
Federal Government. During 1938, the 
last year for which statistics are complete, 
the Treasury Department reported only 
2,474 individuals having net incomes of 
more than $100,000. During the 1920's, 
by way of contrast, persons with a net in- 
come of more than this amount num- 
bered 6,000 in 1924; 11,000 in 1927; 16,000 
in 1928; and 15,000 in 1929. 

While incomes in the highest brackets 
have contracted sharply, even from the 
figures reported for the early 1920's, the 
number of persons with net incomes of 


more than $5,000 has remained more 


stable. There were approximately 600,000 
in this classification in 1938, compared 
with about 695,000 in 1924. 

The customers whom the stock market 


may be expected to serve in the 1940's 











































are far different from the big-time specu- 
lators of the 1920's. Even if the restrain- 
ing influences which have been thrown 
about stock market and brokerage pro- 
cedure had not acted to restrict specula- 
tion and investment, general economic 
conditions have largely brought an end 
to the big personal incomes which pro- 
duced the market operators of former 
years. 

It is no news to the brokerage com- 


munity that stock buyers, 1940 model, 
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ARMSTRONG ROBERTS 
Here’s one way the Treasury Department sells 
“baby bonds’? — advertisements in every post 
office, whether country store or metropolitan 
postal station. 


do not enter the market every few days 
to swing 1,000 shares. More often they 
are executives and professional men, 
with moderate incomes, who systemati- 
cally invest a part of their income by 
buying 100-share lots, or even odd-lots, 
at periodic intervals. 

What may be news is the extent to 
which the brokerage horizon could be 


widened if an effort were made to reach 


y 





not only persons in the income class 
above $10,000, towards which most brok- 
ers now direct their business-getting 
measures, but also the group with annual 
incomes between $5,000 and $10,000. Us- 
ing the 1938 Treasury statistics as a 
source, less than 180,000 persons had in- 
comes above $10,000 in that year; more 
than 415,000 had net incomes between 
$500 0 and $10,000. 

With the smaller number of $100,000 
incomes in recent years, the securities 
business might logically replace this dis- 
appearing class of brokerage customer 
by attempting to reach the “mass mark- 
et.” By development of a mass market 
is not meant over-selling or high pressur- 
ing. Recently, the total number of ac- 
counts of Stock Exchange firms was esti- 
mated at a mere 350,000 — comprising 
250,000 margin and 100,000 cash = ac- 
counts. And these naturally included cor- 
porations, banks, investment trusts, 1n- 
surance companies and other institu- 
tions, as well as private investors and 


traders. 


Latent Field Shown 

The disparity between this number 
and the total of 600,000 persons with an- 
nual incomes in excess of $5,000 might 
quite properly be taken as a rough esti- 
mate of a latent field that is yet to be 
cultivated. It will be generally agreed 
that most persons in this income group 
should be in a position to save or invest 
a portion of their funds, rather than ex- 
pending the total amount on consumer 
goods. And corporate securities have 
their place in investment schedules, 
along with government bonds, com- 


modities, real estate, and other forms of 


“Stocks Havent 


Done So Badly!” 


(continued from page 1) 


siderations” is meant those which reflect 
the activities of trading and investing in 
securities that are shaped by hard-headed 
intention to take advantage of industrial 
developments as they reveal themselves. 

Certain stocks were, naturally, brought 
into prominence by the preparedness un- 
dertaking; not all of them were of cor- 
porations which the public could imme- 
diately tag as prospective armament pro- 
ducers, but the imagination could picture 
each of them as a company to benefit in 
regard to business volume by govern- 
ment purchases. 

Mere elementary reasoning would em- 
phasize the calibre of such corporations 
in defense production. Yet it is fair 
enough to consider the stocks of these 
companies, individually and by groups, 
as emblematic of the dominant late Sum- 
mer and early Autumn market. Be it 
noted in considering the record of some 
of them that I am not dealing with trad- 
ing volume here; only the matter of price 
movement comes into the argument. 
The fact that broad interest in securities 
was lacking during the cited period has 
been a matter of general comment; but 
my purpose is to explore the price action 
of stocks which would, by the nature of 
surrounding conditions, attract public at- 
tention whether or not such attention 
were accompanied by buying orders in 
quantity. 


It cannot be said that any aggressive 


buying occurred among the issues set 
down in the accompanying table. Never- 
theless, something occurred besides cas- 
ual purchases of the shares as they were 
offered. From the May lows, price ad- 
vances ranging from 12 per cent to 49 
per cent were registered, and the average 
of the percentage gains from the lows to 
October 5 was considerably more than 


30 per cent. 


More Effective Survey 

Referring to THe Excnance article, 
this statistical survey is more effective 
than the one presented in the October 
issue, which contrasted a 15 per cent ad- 
vance of business activity with a 10 per 
cent recession of average prices of indus- 
trial shares listed on the New York Stock 
Exchange, over a specified period. 

The tabulation contains issues which 
are fully representative of the groups in 
which they belong. Of course, they are 
selected arbitrarily. The standing of the 
stocks in investment and speculative es- 
timation ranks them, nevertheless, as 
logical barometers of public interest. 

So far as such a study as this goes, the 
product tends to counteract too prevalent 
impressions that the stock market has 
lost its power to reflect industrial news 
and developments. The fact of it is that 
a great many common stocks have done 
not at all badly for their owners during 
this disturbing year. 





PRICE GAINS IN PER CENT 
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Corporate 
” A the high level of business activity by comparison, rather than to any slack- 
a has indicated, corporate earnings . ening in the rate of business. 
= continued in the September quarter to Laruings Earnings have now been maintained 
= make gains over the corresponding pe- at a high rate for twelve months, be- 
vy riod of 1939. In the first nine months, ginning with the final quarter of last 
49 371 companies with common. stocks { ‘Pp 35% year. Meanwhile industrial production, 
soe listed on the New York Stock Exchange as measured by the Federal Reserve 
nl earned $1,377,220,000, against $1,019,- Board Index, has averaged 119.6 for this 
am 871,000 in the same period last year. Quer T period, setting a new high record for 
These are the first companies to report; vY 939 any consecutive twelve months in the 
figures for other companies which have history of the country. 
common stocks listed on the Stock Ex- P 4° ‘ d The largest profit gains among the 
change and report on a quarterly basis C } LO industrial groups (as shown in the 
an will be presented in the December issue table below) were made by the railroad, 
i of THe ExcHaNce. steel, machinery and metal, paper and 
be While nine-month earnings are up cent. This is due, however, more to the publishing, petroleum, and_ electrical 
- 35 per cent, the third quarter of 1940 increasingly better business in the sec- equipment industries. 
au compared with the third quarter of 1939 ond half of 1939, which makes this But while export business and na- 
7 shows a profit gain of only 12.6 per year’s September quarter less impressive tional defense orders have flooded the 
ck 
ich 
: ie EARNINGS OF 371 COMPANIES HAVING COMMON STOCKS LISTED ON 
are THE NEW YORK STOCK EXCHANGE—ASSEMBLED BY INDUSTRIAL GROUPS 
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PER CENT CHANGE IN 
Cs- GROUP NET INCOME 
- NUMBER OF NUMBER GROUP NET INCOME: 
COMMON STOCK NUMBER SHOWING 9 MONTHS 1940 A ae : ; a 
est. ISSUERS REPORTING — NET PROFITS: ila a ial ala 
the INDUSTRY (9/30/40) TODATE 9 MONTHS 1940 . “Sauce 9 title 1939) rd ieee 1939) 
ent Automobile Industry. . . . 60 10 34 S$ 201,887,208 + 25.3% + 33.0% 
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( Steel, Iron & Coke . 2... 38 30 29 165,721,535 + 205.1 + 143.5 
0 Textile Industry io 2 ) | 9,164,642 + 54.6 + 49.4 
: All Public Utilities. . 2 . . 44 18 16 261,119,698 + 7.2 1.3 
. Other Companies 120 32 25 Vi2516329 + 6,7 10.2 
2 Totals... . . . . 813 371 338s $1.377,219,812 + 35.06 + 12.6% 




















durable-goods industries to send profits 
to the highest levels since 1929, many 
consumer enterprises such as the food 
and retail trade companies have lagged. 
Nine-month profits for 13 retail mer- 
chandising companies were only 11.1 
per cent above the 1939 level. For 22 
food companies profits were 7.7 per cent 
lower in the first three quarters of this 
year. Public utilities represent another 
classification which is largely missing 
out on the ten-year peak levels of sales 
and increased backlogs, presaging still 
higher sales, which are affecting many 
industries. 

Even the favorable picture of earn- 
ings is shadowed, however, by the tax 
on excess profits and the prospect 
that the “new taxes” recently referred 
to by Secretary of the Treasury 
Morgenthau may mean further imposts 
on business. 

In general, it has been estimated by 
Standard Statistics that the companies 
least vulnerable to the excess profits tax 
are to be found chiefly in these indus- 
tries: air transport, auto tires, banks, 
insurance companies, motion pictures, 
office equipment, petroleum, railroad 
equipment, railroad, steel and utilities. 

A large part of the burden of the 
excess profits tax is expected to be borne 
by companies in these groups: aircraft 
manufacture, automobiles, auto parts, 
building, chemicals, electrical products, 
machinery, metal fabricating, non-fer- 
rous metals, paper and retail trade. 

But it is emphasized that among the 
companies which will pay the heaviest 
excess profits taxes are also many enter- 
prises which will nevertheless show 
some of the largest increases in earnings 
after all taxes. 

Of the 371 companies reporting in 


of earnings, 


é 


the accompanying survey 
it is notable that only 33 failed to show 
a profit in the first nine months. Total 
earnings for the 338 companies reporting 
a profit came to $1,399,834,000 while the 
33 other companies incurred combined 


losses of only $22,614,000. 
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Exchange's Sphere of Service 


(continued from page 4) 


ness as a whole resulted in a turnover 
of 50,000,000 shares of stocks annually 
on the New York Stock Exchange in an 
ordinary year. Considering the fact that 
the execution of these orders encouraged 
a great many more, one can have some 
idea of what we have lost in activity in 
our markets by the ending of interna- 
tional arbitrage operations with the 
outbreak of the war. We do not know 
definitely what regular commission busi- 
ness from abroad amounted to in our 
markets in the past, but it is safe to esti- 
mate that it equalled, and it probably 
surpassed, the total of the international 
arbitrage business, and that it is now 
reduced to a thin trickle. 

Let us assume that we are going to 
have more activity in the stock market 
in the next several years than we have 
had in the past two years. It must be 
admitted that the loss of this foreign 
business, nevertheless, is a big factor in 
our market and must be made up in 


some way. An intensive campaign to 


develop domestic business seems to be 
the only answer. In adopting this course, 
too, the New York Stock Exchange 
must live up to what is defined as its 
position, a national securities exchange 
and not merely a local exchange. It is 
estimated that over 85 per cent of the 
public business done on the New York 
Stock Exchange originates outside the 
limits of New York City. Estimates of 
the amount of business done in New 
York by Pacific Coast sources vary, but 
some of the Pacific Coast houses have 
estimated the total at 21 per cent of the 
total done in New York. 

If we are not only to continue this 
percentage of our business but, in addi- 
tion, to increase it, and if we are to 
maintain the New York Stock Exchange 
as a national exchange, would it not be 
more effective to have it operated on 
hours that would be more convenient 
to its member firms’ customers in the 
Mid-West and on the Coast? 


(continued on page 13) 

















Each map symbol represents 10,000,000 persons living in the time zone indicated, based on the 
results of the 1940 census. California had the greatest increase in population of any of the 
States during the past decade—1,196,437. Present trading hours on the New York Stock 
Exchange still serve some 88 per cent of the country’s population adequately, but these census 
figures show the extent to which the West is a growing factor in the national economy. 
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TRADERS LOOK FOR ACTION 
ON DIVIDEND ARREARAGES 


ie view of the increasing public in- 
terest in preferred stocks, the statis- 
tical department of the Stock Exchange 
has recently made a survey of the list 
of such securities in an effort to present 
some of the larger aspects of the picture. 

There are 396 listed domestic pre- 
ferred issues, and 348 of these are cumu- 
lative. Of the cumulative issues, 117 are 
in arrears in the aggregate amount of 
approximately $1,094,560,000, with the 
dividend accumulations on individual 
issues ranging all the way from a few 
dollars to more than $375 a share, in one 
instance. (All figures are as of Oct. 15.) 

The current speculative activity in cer- 
tain preferred stocks is based, of course, 
upon the hope that improved corporate 


earnings will enable a number of issuers 
to do something about arrearages. 
Listed preferred stocks are classified as 
to callability and arrearages in the table 
shown at the right. An interesting side- 
light is that 123 issues have provisions 
which would allow holders to benefit 
from improved earnings above the stated 
dividend rate. This can occur either di- 
rectly through participation features or 
indirectly through conversion or the 
exercise of attached common stock pur- 
chase warrants. However, the tax on 
excess profits makes this an uncertain 
factor except in the instances of compa- 
nies with either a large capitalization in 
relation to earnings or a favorable profit 


record over the past four years. 





SURVEY OF LISTED DOMESTIC 
PREFERRED STOCK ISSUES 
(As of October 15, 1940) 
PRESENTLY NUM OF HOUSANDS 
CALLABLE aa wae 
Cumulative 
1. In Arrears 103 24,136 
2. Not in Ar- 
rears 179 Si,2ae 
Total Cumulative 282 61,368 
Non-Cumulative 20 7,119 
Total Callable 302 68,487 
NOT PRESENTLY 
CALLABLE 
Cumulative 
1. In Arrears 14 3,147 
2. Not in Ar- 
rears 52 17,737 
Total Cumulative 66 20,884 
Non-Cumulative 28 10,406 
Total Non-Callable 94 31,290 
GRAND TOTAL 396 99,777 














SPHERE OF SERVICE 


(continued from page 12) 


Our national defense program will 
undoubtedly result in a plant expansion 
in the interior of our country, greater 
than in the Atlantic coastal area. Will 
this not mean that there will be a great 
increase in the percentage of good in- 
comes seeking investment in the interior 
and the West? Should our markets con- 
tinue to be closed at a time equivalent 
to anywhere from 11 A.M. to 2 P.M. in 
these areas? 

The objections to such action are usu- 
ally based on one of two grounds. The 
first is that, due to the operation of the 
minimum-hour law, costs will be great- 
ly increased. The study of the operation 
of one large wire house would indicate 
that in the markets of September and 
October, if an extra hour had been in 
effect, and if such an extra hour had in- 
creased the daily turnover by 20 per 
cent, there would have been no increase 


in operating costs. As a matter of fact, 
in this house most of the clerks were 
through for the day at 4 o'clock in the 
afternoon. A sizable increase in activity, 
that is, if volume had run in excess 
of a million shares daily, would have 
brought no increase in costs commensu- 
rate with the increased business. 

The second, and most important ob- 
jection to the extra hour, and probably 
the objection which figured most prom- 
inently in the decision of the Governors 
of the New York Stock Exchange to 
turn down the recent petition for an 
extra hour, was the objection of the 
newspapers in many different cities and 
towns over the country to such action. 
In all cases the newspapers indicated 
that a later closing would make it difh- 
cult or impossible to include closing 
prices in the afternoon papers. There 
is no question of the value of free ad- 
vertising the Exchange receives from the 
publication of quotations. It must be 
remembered, however, that the publish- 
ing of such quotations is a matter of 


circulation. If there is not enough in- 
terest in closing quotations the news- 
papers are going to give them up any- 
way. If there is an increasing interest in 
quotations, newspapers cannot afford to 
leave them out. 

A check with some dozen branch of- 
fice managers in smaller towns brought 
a rather surprising answer to the writer. 
They did not consider the inclusion of 
closing quotations in their local after- 
noon papers as necessary to their busi- 
ness. Some were of the opinion that it 
would be a good thing for their business 
if they were omitted, in which case cus- 
tomers would be calling up more fre- 
quently about quotations. 

The newspaper question does merit 
serious consideration, but, even so, the 
handwriting is on the wall. A greater 
proportion of our future business will 
come from the Middle West and Far 
West. Shall we continue to handicap 
its development by operating on hours 
of trading most inconvenient to those 
sections ? 








NEWCOMERS 


TO THE 


TRADING LIST 





NEWPCRT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


Common Stock, $1 Par Value. 
$5 Cumulative Convertible Pre- 
ferred Stock without par value. 
Ticker Symbols: N S H 

NSH Pr 


ITH the admission to trading 
on November g of the preferred 
and common. stocks of the Newport 
News Dry Dock 


Company, one of the most interesting 


Shipbuilding and 
shifts in corporate ownership during 
1940 was culminated. Prior to May of 
this year, all of the stock of the company 
was controlled by one financial institu- 
tion, acting as trustee of an estate, and 
by one other individual. Today the 
shares are sufficiently distributed to war- 
rant listing on the nation’s principal 
securities exchange. 

It seems that 


surprising Newport 


News Shipbuilding — one of the largest 
and best known shipbuilding companies 
in the United States, with a gross in- 
come (on contracts) of $ 36,490,000 in 
1939 — should have remained a closely- 
held enterprise for so long. The com- 
pany was founded in 1886, and since 
that ume has constructed 342 vessels 

including 13 battleships, 3 aircraft car- 
riers, g cruisers and 144 large merchant 


vessels. In its shipways were built the 


I4 


battleships Maryland, Mississippi, Penn- 
sylvania, Texas and West Virginia; and 
the aircraft carriers Enterprise, York- 
town and Ranger. The company’s latest 
merchant marine achievement is the 
27,000-ton luxury liner S.S. America — 
the largest ocean liner ever built in the 
United States. 

With the recent awarding of contracts 
for an enlarged navy, Newport News’ 
backlog of unfilled orders has become 
greater than the total of all ship con- 
struction by the company during the 


Naval 
furthest 


past fifteen years. vessels on 


which work is advanced are 
the 35,000-ton battleship /ndiana and 
the 19,800-ton aircraft carrier Hornet. 
Warships ordered more recently include 
seven aircraft carriers and four cruisers. 
The total contract price for all of these 


warships is $470,466,000. 








Another project under way at New- 
port News is the construction of seven 
combination passenger and cargo ships 
for the round-the-world service of the 
American President Line. 

Eight Shipways in Present Plant 

The present plant at Newport News 
has eight shipways. The two largest are 
occupied by the Hornet and the Indiana. 
Four other shipways are occupied by 
passenger-cargo vessels for the American 
President Line, and two cargo vessels 
for the Matson Navigation Company 
are being built on the remaining two 
Ways. 

To handle the vastly increased amount 
of work which has been placed with the 
shipyard, the Navy Department has 
authorized the company to construct 
two new shipways, a pier, cranes, a ma- 
chine shop and auxiliary equipment 
with $14,000,000 of Federal funds. 

The increasing business of the com- 
pany is revealed by the following figures 
of gross income on contracts and net 
profit for each of the past five years: 
Gross Income 


on Contracts Net Profit 


1935 $18,440,876 $ 175,718 
1926 20,358,068 444,509 
1937 21,670,649 1,330,375 
1935 23,442,510 1,161,796 
1939 36,490,258 2,480,511 


For the seventeen weeks ended April 
27, gross income on contracts was $15,- 


521,234; with a net profit of $1,101,975. 









































The U.S.S. Texas, one of the 

more than fifty warships built 

for the United States Navy 
at Newport News. 








































INDIANAPOLIS POWER & LIGHT 
COMPANY 
































, Common Stock without par value. 
c |} Ticker Symbol: | PL 
NDIANAPOLIS Power & Light 
s Company, whose common stock was 
€ admitted to trading on October 26, has 
1. been supplying electric service to Indi- 
n anapolis, Indiana, and the adjacent area 
renee a. 
n since 1927, When the present corporation ‘ 
é - 
ls was formed through a merger of two Dock hipbuisgt® Ney, 
; ‘ Staph ™Pany Ing Port 
1\ competing companies. Amer, Was wa Thi, ar 
d « ; Ca aken he 
oo as la eee (f, as to. 
0 The present business activities of the Neap; {°F Broun? 8S, 
company include the operation in In- Pletio 
nt dianapolis of four electric generating 
le plants with a total rated capacity of 
As 184,000 kilowatts. Electric energy pro- 
ct duced by the company has increased 
p : : PITTSBURGH FORGINGS 
a- from 305,655,046 kilowatt hours in 1935 COMPANY 
nt to 521,527,251 kilowatt hours in 1939. Capital Stock, $1 Par Value. 
Over the same period, the average an- Ticker Symbol: P F C 
n- nual cost of electricity per domestic 
es customer has been lowered from 5.374 cer 
a , Pittsburgh Forgings Company, whose 
et cents to 3.716 cents per kilowatt hour. . ee ; 
nies : - common stock was admitted to trading 
Operating revenue and net income of : 
f oe ae on October 26, is engaged in the manu- 
the company and its subsidiaries for the — - ere ieee naneen 
- - facture of steel drop-forgings, principally 
past five years have been as follows: : ; ies! | a: 
for the automotive and railroad equip- 
Operating ment industries. The company has been 
Pene > Tet Prot . ‘ : 
Revenue Net Profit in business since 1927, when, at the 
1935 $ 9,689,904 $1,077,884 time of its organization, it acquired the 
1936 10,779,544 1,487,323 plant of the Pittsburgh Knife & Forge 
1937 11,478,943 1,756,942 Company at Coraopolis, Pennsylvania. 
rill 1938 11,165,932 1,941,965 Since that time it has also acquired 
5. 1939 11,828,311 2,210,813 the Riverside Forge and Machine Com- 
75: 
r 
f 
[ 
. 
the The Perry-K Plant of the In- } 
uilt dianapolis Power & Light , 
lavy Company, one of its recently : 


enlarged stations. 


















































Rass 
PO mememres? > 


pany — whose facilities included a steel 


drop-forging plant and machine shop 
at Jackson, Michigan — and the Green- 
ville Steel Car Company, of Greenville, 
Pennsylvania. The principal business of 
the Greenville Company is the building 
and repairing of railroad freight cars. 
It also manufactures fabricated steel 
parts which it sells to railroads for use 
in repair work or for building cars in 
their own shops. 

Principal products manufactured by 
the Pittsburgh Forgings Company for 
the automotive industry include front 
wheel spindles, hubs, cluster gear blanks 
and comparable articles. For agricultural 
machines it makes tines and_ similar 
parts. And for the railroad equipment 
industry it manufactures center plates, 
grab irons, tie rods, coupling pins, 
yokes and other products of this type. 

Sales and net profits of the company 
and its subsidiary for the past five years 


have been as follows: 


Sales Net Profit 
1935 $2,042,815. = $ 53,537 (loss) 
1930 5:47 3,306 210,597 
1937 931745135 441,507 
1938 2,480,112 91,293 (loss) 
1929 53 392,057 2y 3,076 
For the first six months of 1940, net 


profit, subject to year-end adjustment, 


was $428,374. 





Utility of Listing on the Stock Exchange 


(continued from page 3) 


statement. To do so would necessitate 
shutting down our plants for at least 
one or two days in order to take an 
inventory. 

MR. 
L—., 


your best judgment. Such an estimate 


HANCOCK Let me repeat, Mr. 


what is asked is an estimate, 
can be qualified in any manner you see 
fit. Many of the published statements 
bear the notation “subject to year-end 
adjustments.” I can appreciate your hesi- 
tancy in publishing a statement that you 
feel is not absolutely accurate, but I 
am quite sure that, perhaps due in great 
Stock 
change, stockholders have become better 


part to the efforts of the 


Ex- 
acquainted with the nature of interim 
reports, and fully appreciate the fact 
that they are only estimates subject to 
the necessary year-end adjustments. 

MR. L—— — There probably is merit 
in what you are saying, Mr. Hancock, 
but before giving you a definite answer, 
I should like to consult with the comp- 
troller and some of the members of the 
Garbury board. 

With regard to these financial reports 
that are to be submitted to stockholders, 
I did not notice in your printed state- 
ments that there was any prescribed 
form which your listed companies should 
follow. 

No Prescribed Form 

MR. HANCOCK — No, that is quite true. 
We realize that every industry and every 
company within an industry has its 
own particular problems. We do not 
try to fit all of our listed companies into 
one frame. The amount of information 
to be disclosed, and its form, can be 
decided in conference between your 
comptroller and members of our staff. 


MR. L—— There is one item that 


gives me some concern, namely the dis- 
closure of sales and cost of sales. You 
see, a number of our competitors are 


not listed and accordingly they are not 


10 


D) 


compelled to give out this information. 

MR. HANCocK — I can appreciate your 
feelings in the matter, Mr. L——, in 
fact, for a number of years the Com- 
mittee on Stock List gave considerable 
weight to such arguments and permit- 
ted many companies to omit these items 
from their annual reports. With the 
inception of SEC regulations, however, 
we find that all except a handful of 
companies have been required to dis- 
close these items in their registration 
statements. Most companies are willing 
to include this item in annual reports, 
as they are compelled to reveal them in 
their registration statements. 

MR. L—— — I'd wonder about that. 

MR. HANCocK — Well, if the informa- 
tion is of such vital importance to com- 
petitors they will make the little effort 
that is required to secure the informa- 
tion from the Securities and Exchange 


Commission for their own use. 


Items in Registration Statement 


MR. L—— — That is quite right, and 
I suppose that if we should undertake 
considerable financing in the near fu- 
ture, we would be compelled to disclose 
these two items in the registration state- 
ment, anyway? 

MR. HANCOCK — That is true. 
MR. L— Well, I would anticipate 
no difficulty with our Board members 
on this score. 

MR. HANCOCK — There are other re- 
quirements I should outline. For in- 


stance, we ask for an 


agreement to 
notify stockholders promptly of any ac- 
tion with respect to dividends or other 
matters that may have a bearing upon 
the rights of stockholders. Many com- 
panies now release to the press and the 
ticker an announcement of dividend 
action, immediately after their Board of 
Directors take action. We think this is 


a good practice. 


MR. L—— — I am sure that we would 
carry out to the letter any agreements 
we make. Going back to the distribu- 
tion of our securities, over a period of 
years, some of the larger holders have 
contributed stock for the sale of shares 
to employees and to some of the cus- 
tomers of the company. As a result, 
about 110,000 shares out of the 210,000 
are now held by approximately 1,000 
employees and others. 
HANcockK — I 


MR. these 


presume 
110,000 shares are in relatively small lots. 


MR. L—— — Yes, of course. 


Analysis of Distribution 

MR. HANCOCK — Here is a copy of our 
Form g which constitutes an analysis 
of the distribution. You see it indicates 
the number of holders having lots less 
than 100 shares and then the number 
in various steps up to 1,000 shares. From 
the information you give us, it seems 
that the distribution will be satisfactory, 
but if you will have your Transfer 
Agent fill in this report I shall be in a 
better position to give you a definite 
answer. 

MR. L—— — Will it be necessary to 
establish a record date for the taking 
of such an analysis? 

MR. HANcockK — No, any recent record 
date will be satisfactory. 

MR. L—— — I wonder if you could 
give me some additional assurance to 
support my opinion that listing on the 
Stock Exchange would assist us in fu- 
ture financial operations? 

MR. HANcock — Have you noted the 
statements so often appearing in pros- 
pectuses, to the effect that application 
to list these securities 
upon the New York Stock Exchange? 


will be made 
If such a statement is deemed helpful 
prior to listing, surely listing itself must 
be of greater benefit. 

MR. L—— — That would seem so. 

MR. HANcock — Then, if your com- 
pany should decide to issue new stock 
— in such cases, an offering is made to 


existing stockholders, thus creating a 





‘right’ — the Stock Exchange makes mentioned, Mr. L—, you might add weighing the desirability of — listing. 
available its full facilities for trading in another item for discussion with your MR. HANCOCK There’s something to 

l- . yi — ‘oe i = — ° . ° é ° 

these rights, a factor which hasa number Board. That is the value to a listed which I would particularly like to call 

of favorable aspects. corporation of price publicity for its your attention, Mr. L——. The Commit 

© . : . ’ ‘ - ‘ Pe 
‘s stock — on the stock ticker and in tee on Stock List follows a policy of 

°S Trading of Right . = etn ae s 
& of Rights market reports in the newspapers. giving an informal opinion as to a com- 
| If the stockholder himself is unable MR. L—— — That item has already _ pany’s eligibility. This is given without 

7% ; \ ; gd 
to take advantage of the offer, he can been considered, Mr. Martin, and I attendant publicity and at no cost to the 

0 : e & ee 
turn it over to someone who is in a would look a bit further ahead than to company. 

0 . “We _ - ° ° - . — ° J + 
position to do so and who is willing to — publicity of the quotation itself. A certain MR. L—— — That seems like a fine 
pay for the privilege. This gives the amount of advertising for Garbury idea. My Board of Directors will hear 

se ~ . ’ ° 
company added assurance that the of- Corporation, as a company, would re- all you've told me today, along with 

‘Ss - . ° ‘ : sli - . ° ee ° e . . ? . 
fering will be favorably accepted and — sult from the publication of its name in my opinion that the Garbury Corpora- 
that the required funds can be raised. market reports. My Board of Directors tion would find distinct advantages in 

MR. MARTIN — While it has not been would take that factor into account in — being listed. 
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- MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 

“SS 1940 
ae ee eee: 2 1939 

er MONTH END DATA OCTOBER = SEPTEMBER AUGUST OCTOBER 

m 1. Shares Listed (Mil.) 1,453 1,453 1.454 1,431 

ns 2. Share Issues Listed (No.) 1,230 1,228 1,230 1,230 

3. Par Value of Bonds Listed (Mil. $) 94,329 93,913 53,914 92,452 

2 1. Bond Issues Listed (No.) 1,312 1,340 1,348 1,395 

er 5. Total Stock and/or Bond Issuers (No.) 1,288 1.294 1,295 1,296 

.a 6. Market Value of Listed Shares (Mil. $) $2,674 $1,492 10,706 17,374 

7. Market Value of Listed Bonds (Mil. $) 50,438 19,643 19,239 17,621 

8. Market Value of All Listed Securities (Mil. §) 93,112 91,135 89,945 94,995 
9, Flat Average Price—All Share Issues (8) 38.96 37.79 36.61 10.89 

to 10. Shares: Market Value—Shares Listed (S) 29.38 28.56 28.00 33.13 

ng 11. Bonds: Market Value—Par Value (S$) 92.84 92.08 91.33 90.79 

” 12. Stock Price Index (12/31/24—=100) (%) 58.4 56.7 55.6 65.8 

13. Shares in Short Interest (Thou.) 530 518 174 323 

rd 14. Total Member Borrowings in N. Y. on Collateral (Mil. §) 349 359 327 534 

Per Cent of Market Value of Listed Shares (%) 0.82 0.86 0.80 1.13 

Id 15. N. ¥.S. E. Members’ Branch Offices (No.) 1,006 1,018 1.032 1,054 

- 16. Total Non-Member Correspondent Offices (No.) 3272 3,304 3,384 1,056 

” DATA FOR FULL MONTH 

the 17. Reported Share Volume (Thou.) 14,489 11,940 7,615 23,735 

fu- Daily Average (Incl. Saturdays) (Thou.) 337 198 282 949 

Daily Average (Excl. Saturdays) (Thou.) 594 554 307 1,042 
Ratio to Listed Shares (%) 1.00 0.82 0.52 1.66 

the 18. Total Share Volume (Incl. Odd Lots) (Thou.) 15,923 10,420 34,998 

‘OS- 19. Money Value of Total Share Sales (Thou. §) 105.915 270,471 1,044,901 

20. Reported Bond Volume (Par Value) (Thou.$) 150,981 125,965 79,705 170,089 

ion Daily Average (Incl. Saturdays) (Thou. §) 5,807 3,249 2,952 6,804 

ties Daily Average (Exel. Saturdays) (Thou. §) 6,223 5,780 3.311 7.440 
5 Ratio to Par Value of Listed Bonds (%) 279 234 -149 324 

as . r r ra P ~ 
oat 21. Total Bond Volume (Par Value) (Thou. §) 129,205 82,424 194,212 
ful 22. Money Value of Total Bond Sales (Thou. §) 78,398 33,971 131,901 
‘ust 23. N. ¥.S. E. Memberships Transferred (No.) 4 3 l 3 
Average Price (8) 11,000 37,500 10,000 70,000 

24. Stock Clearing Corporation: 

Value of All Contracts (Mil. §) 1,770 1,394 952 1,933 

\m- Average Price of Settled Shares (S$) 23.9 22.4 22.4 26.7 

ock Notes: Source of the data is N.Y.S.E. Items 13, 14, 18, 19. 21, 22 and 24 are as of ledgers which normally reflect transactions 
up to the close of the second full preceding business day. Item 24: Value of all contracts is based on Day and Night 
> to Branches combined: average price of settled shares is based on share balances settled through the Day Branch. 
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: ae the century of its in- 
dustrial development, America has never failed 
to produce... vastly... when production was 
vital! 

The record in this respect is spread over 
many pages of our financial and business his- 
tory. 

The world’s comprehension of this country’s 
capacities is to be found almost daily in the 


WIDE WORLD 


PHOTO 


news. Gold and other forms of transferable 
wealth continue to flow to the United States 
from abroad, not only for protection but for 
employment as well. 


Is the American vista which foreign investors 
scan, from points so distant as South Africa, 
the Straits Settlements, India, less clearly seen 
by home buyers of home securities? Is it possi- 
ble that the perspective of domestic investors 
has become clouded toward American initiative 
... toward America’s oft-proved capability in 
meeting extraordinary demands for goods and 
services ? 

These questions may fairly be pondered as 
industry, aroused for a great undertaking 
which involves many products besides imple- 
ments of defense, steps up its production. In 
the course of thorough study of the statistics 
involved, the far-seeing investor’s attention 
will be attracted to the broad list of seasoned 
securities of leading corporations which are 
traded upon the New York Stock Exchange. 


Member Firms Provide Countrywide Service for Dealings on the New York Stock Exchange — 





